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ABSTRACT 


In this paper we present a framework that determines the fit between corporate 
strategy making process and the manufacturing strategy. Our major contention is that a 
firm's corporate strategy of choosing to adopt in an incremental fashion may require a 
corporation to pursue an incremental manufacturing strategy, and vice versa. If a firm 
pursues a rational approach to corporate strategy making process, then it has 
maximum chances of having a good alignment between corporate strategy and 
manufacturing strategy. A firm pursuing a bold approach to strategy making may 
reduce the riskness of the strategy by appropriately emphasizing the marketing 
function. 

We develop a few theoretical hypothesis and collect data from twenty five 
companies to find substantial support for our hypotheses. We also give the implications 
of our frame work for the top management of manufacturing firms. 
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CHAPTER 1 


INTRODUCTION 


Manufacturing strategy has received increased attention in the recent years as an 
important element in the firms attempt to gain the competitive advantage in the market 
place (Skinner 1969; Hayes & Wheelwright 1984; Adam & Swamidass 1989). While a 
firms overall business strategy essentially outlines the general steps to be taken to attain a 
set of long range objectives, manufacturing strategy defines the manner in which the 
manufacturing resources are deployed to reach the firms objective(Hayes & Wheelwright 
1984). The problem is that simply improving manufacturing by means of improvement 
program like TQM, JIT production & DFM(Design for manufacturablity), Lean 
Manufacturing, Re-Engineering, Bench marking etc. is not a strategy for using 
manufacturing to achieve competitive advantage. 

The crux of the issue is that most companies focus on the “form” of their 
organization assets for e.g. the mechanics of the JIT and TQM rather than on their 
“substance”. The consequence is that managers have tended to view such programs as 
solutions rather than as stepping stones in the intended direction. 

In today’s turbulent competitive environment, a company more than ever needs a 
strategy that specifies the kind of competitive advantage that it is seeking in the market 
place and articulates how that advantage is to be achieved. 

While the activity in manufacturing strategy in industry is quiet recent, within the 
last few years, the literature dates back to 1969 when Wickham Skinner of Harvard 
Business School published his famous article, ’’Manufacturing: The Missing Link in 
Corporate Strategy”. Since then over 80 articles and books have been written. 

The first and the most important reason for manufacturing strategic planning is to 
help the business complete. Strategic planning is externally oriented and can help 
manufacturing gain a competitive position or maintain its current lead. Manufacturing 
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strategic planning is also intended to guide the day-today tactical decision making which 
goes on in manufacturing. 

Whenever the environment of the business is changing, strategic planning becomes 
all the more important. In these cases staying with the present strategy and the technology 
can be disastrous as the external world changes. Strategic planning in manufacturing is 
intended to identify the external environment and adapt to it in a strategic sense. 

Also strategic planning for manufacturing casts manufacturing in a proactive role. 
Manufacturing is often caught on the defensive by reacting to other peoples plans. By 
doing strategic planning, manufacturing can get out in front and determine its own destiny. 
Manufacturing can also explain more clearly why certain things cannot be done, because 
they do not fit into with the manufacturing strategy. 

Definition: Manufacturing strategy provides a vision for the manufacturing organization 
based on the business strategy. It consists of objects strategies and programs which help 
the business gain, or maintain, a competitive advantage ,”(A manufacturing strategy' is more 
than just a plan. It should provide a vision for where the organization is headed. Manufacturing 
management must provide the leadership to develop the vision. The manufacturing strategy should 
contain long range objectives, as well as strategies and program for manufacturing ). 

As a working definition, manufacturing strategy is viewed as the effective use of 
manufacturing strengths as a competitive weapon for the achievement of business and 
corporate goals. Manufacturing strategy reflects the goals and strategies of the business, 
and enables the manufacturing function to contribute to the long term competitiveness and 
performance of the business (Skinner 1985; Wheelwright and Hayes 1985). 

Earlier top management of corporations ignored the manufacturing function and 
delegated its responsibility to the manufacturing vice presidents who had dominant 
technical competence and little or no general management abilities. They tended to 
emphasize a single criteria for which they geared their manufacturing facilities and failed to 
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correctly prioritize the different criteria in light of market conditions. Skinner (1969) was 
first to point out that such a state of affairs existed and stressed the need for developing a 
framework that would help the top management of manufacturing organizations in 
appropriately designing the manufacturing strategies. Later work by Skinner (1978) led to 
the identification of the following performance criteria for the manufacturing facilities: 
manufacturing cost per unit of output delivery time quantity and investment in 
manufacturing facilities and it was argued that to be a successful a specific market 
segment would require a specific ordering of the priorities around which the respective 
manufacturing facilities would be built. 

Logical extension to this led Skinner (1978) to come up with the plant within a 
plant concept (PWP for short) that essentially sought the production facility to cater to 
each of the market segment, so that each segment has its own set of priorities to give 
superior performance. It was realized that it was not possible for a particular 
manufacturing facility to be able to meet different performance standards. Skinner (1964) 
had earlier given a very useful efficiency/effectiveness interpretation of this phenomenon. 
Other notable contributions to the manufacturing strategy literature are the plant and 
equipment strategy and personnel strategies. 

In this paper we argue that the process of corporate strategy making (disjointed 
incrementation, rationality and assertiveness) has important implications for the 
manufacturing strategy and also the overall corporate performance. We are able to prepare 
a framework which identifies new causes a misalignment between manufacturing strategy 
and corporate strategy . 

The plan of the thesis is as follows: 

In chapter 2, we present relevant literature on manufacturing strategy and 
corporate strategy making. In chapter 3, development of conceptual framework and 
formulation of hypothesis is presented. In chapter 4, the methodology with which we went 


3 



about our work is discussed. In chapter 5, we present a detailed analysis of the specific 
case studies carried out. In chapter 6, conclusions and scope for further work is presented. 
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CHAPTER 2 


LITERATURE SURVEY 

2.1 Literature Survey on Manufacturing Strategy : 

Intensifying competition in many global manufacturing industries has spurred a 
renewed interest in all areas of manufacturing . Many companies which, in the past, 
competed principally on tl^e basis of domestic terms and conditions are now being forced 
to compete on global requirements. Concomitantly, the business strategies that were based 
on improving internal efficiency and effectiveness have given way to those allowing an 
organization to be competitive in a number of different markets, which are becoming 
increasingly differentiated. The traditional view of business in many US organization is 
based on command and control strategy . The basic premise of this strategy is that 
manufacturing is a problem that can be solved with a stated, narrowly defined process at a 
given time. That process then continues in place with little incremental upgrading, until a 
significant improvement or new technology is implemented by the competitor, at which 
time the first organization must scramble to retain a competitive edge (Manufacturing 
Studies Board, National Academy Press, Toward a New Era in US Manufacturing: 
The Need for a National Vision ) .Most companies simply seek to minimize the possible 
negative impacts of their manufacturing operation under this philosophy. They ignore the 
fact that manufacturing can be a competitive weapon, rather than just a collection of 
ponderous resources and constraints. In these organizations manufacturing has always 
played an essentially neutral role. Skinner observed that : 

To many executives, [the] manufacturing and production function is a necessary 
nuisance - it soaks up capital to facilities and inventories. It resist changes in products 
and schedules, its quality is never as good as its should be , and its people are 
unsophisticated, tedious, detail-orientated, arid unexciting. This makes for an unreceptive 
climate for major innovations in factory technology, and contributes to the blind spot 
syndrome. (Operations Technology: Blind Spot in Strategic Management— 1983). 
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According to Hill, ( Manufacturing Strategy : Text and Cases— 1989) there are two 
important roles manufacturing can place a firm in a position of technological strength by 
providing unique manufacturing processes and operation strategy with distinct 
technologies that competitors may be unable to match, thus providing a clear advantage in 
the market place. Second, manufacturing can develop a set of policies in both its process 
choices and infrastructure design that are consistent with the competitive criteria that win 
orders. Several authors have argued that in order for manufacturing to play these roles, 
and organization’s manufacturing strategy must be consistent with its business strategy 
(Schroeder R.G., Anderson J.C., and Cleveland G., The Content of Manufacturing strategy 
Journal of Operations Management). An exhaustive list of references related this issues 
is provided in [13], Hayes and Wheel Wright, while echoing the need for consonance 
between manufacturing and business strategy, stated that : 

To understand the potential contribution that the manufacturing function make in 
strengthening a firm ’s competitive function companies an make in strengthening a firm ’s 
competitive position, it is useful to look more closely at the relation ship between 
manufacturing strategy and business strategy , and how the attitudes and preferences 
that underlie a business strategy also shape its manufacturing strategy( Hayes and 
Wheelwright. Restoring our Competitive Edge..). 

Skinner Analyzed companies in several industries using the case study approach 
(Manufacturing : The Formidable Competitive Weapon). He concluded that if an 
organization manufacturing policy is consistent with and supports its competitive strategy, 
manufacturing becomes a competitive weapon. If, on the other hand, the policy is not 
consistent with the corporate strategy, a negative influence on the company’s performance 
may result. 

Hayes and Wheelwright proposed that the role of manufacturing in an organization's 
strategy competitive strategy progresses through four stages (Harvard Business Review: 
1985 Jan-Feb., Competing Through Manufacturing). In the first stage, their role of 
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manufacturing management is considered to be “internally neutral”. Organization in this 
stage seek external experts to make decisions about their strategic manufacturing issues. 
Management control systems are the primary method of monitoring performance, and the 
posture of manufacturing is kept flexible and reactive. In the second stage, called 
“externally neutral”, manufacturing seeks to achieve parity with competitors primarily 
through companies capital investment. Industry practices related to work force and 
capacity decisions are followed. The third stage of manufacturing is characterized as 
“internally supportive”. In this stage, manufacturing is expect to provide support to the 
business strategy , and changes in business strategy are immediately translated into 
manufacturing implications. Long-term manufacturing developments and trends are 
systematically examined. The fourth stage, referred to as “externally supportive,” is 
characterized by and increased emphasis on in-house innovation, an organization in this 
stage pursues a manufacturing based competitive advantage and encourages 
manufacturing involvement in major marketing and Engg. decisions. Long-range programs 
are implemented to acquire manufacturing capabilities before they are needed and a 
manufacturing strategy is developed in an iterative fashion from the business strategy . this 
four stage evolutionary process emphasizes an organization need to establish a strong link 
between its manufacturing and business strategies a it evolves toward the use of 
manufacturing as a competitive weapon. 

Hayes, et al. suggested that manufacturing strategy is determined by the pattern of 
the decisions actually made over time related to structural and infrastructure choices 
(Hayes and Wheelwright— Restoring our Competitive Edge 1984, and Dynamic 
Manufacturing: Creating the Learning Organization 1988). An analysis of 
manufacturing strategy that does not include an understanding of structural and 
infrastructure decision patterns and the forces that derive them is incomplete. These 
decision patterns implicitly define the manufacturing strategy of an organization (e.g. in 
this article, as a business unit of a company) and provide a frame work within which 
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competitors behavior can be analyzed, the structural components are the hard, or 
brick-and -mortar, choices concerning technology, capacity, facilities and vertical 
integration. Infrastructure, or soft aspects of the operations are considered more 
tactical in nature because they encompass a myriad of ongoing decisions. They include 
human resource policies, quality production planning and materials control, and 
organization al structure and design, the manufacturing function works best when the 
choices made in these eight structural and infrastructure manufacturing strategy 
decision categories are consistent with the recognized priorities of a firms corporate 
strategy (Hayes and Schmenner— How should you Organize Manufacturing? 
Harvard Business Review, 1978 ). 

Manufacturing strategy is part of the widely accepted hierarchy of strategy suggested 
by Hofer (1975) and Schendel (1978). The hierarchical view of strategy visualizes at 
least three levels of strategies. First, within a large multibusiness corporation, 
corporate strategy involves the selection of product markets or industries and the 
allocation of resources among them. Second, each business unit within a multi- 
business corporation could have its own specially tailored business strategy designed 
to use its distinctive competencies as competitive weapons. Third, Manufacturing 
strategy forms a part of a cluster of functional areas strategies such as marketing 
strategy , financial strategy, etc., which complement higher level business and 
corporate strategies. 

In the evolution of manufacturing strategy theory, some variables, 
components, and determinants of manufacturing strategy have been identified by 
operation management writers, notably, Skinner (1969, 1984), Wheelwright (1984), 
Miller (1981), Buffa (1984) and Hayes and Wheelwright (1984). However certain 
factors of critical importance to manufacturing strategy have not received sufficient 
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attention in operations management area literature. 

.For example, environmental uncertainty, whose importance to strategy is 



explicitly recognized in the organization theory and business policy literature, has received 
little attention in manufacturing strategy literature. 

Skinner(1969) introduced the concept of manufacturing strategy ‘s role in the 
corporate framework. Along with the efforts of Hayes and Wheelwright(1984), Anderson 
et al (1989), Fine and Hax (1985), Hill(1989), and Roth (1989), Skinners work suggest a 
hierarchical model in which corporate strategy drives business strategy which, in turn the ' 
strategy of manufacturing and other functional areas within the business unit, 
e.g. (marketing, research & development). Although the “consensus” model is hierarchical, 
Hayes(1985) cautions that functional capabilities should, in some cases, drive corporate 
strategy . 

Literature on manufacturing strategy research has been categorized into “process” 
and “contents” in the literature Ettlie (1991), but it is interesting to note that the 
“contents” of manufacturing strategy have been discovered by identifying the weakness in 
the “process” of manufacturing strategy making. 

2.2 Literature survey on corporate strategy: 

Recently Miller (1987) has presented a characterization of the corporate strategy 
making process. We briefly reproduce a part of it here. The three multifaceted 
dimensions of strategic decision making process are: rationality, assertiveness, and 
interaction. 

The first dimension— rationality — is central to schools of thought. Scholars have 
referred to the first as the synoptic (Frederickson, 1984; Lindblom, 195 9), planning 
(Mintzberg, 1973 a), or rationality (Miller & Friesen,1984) school. Its theoreticians 
suggests the importance of careful analysis (Ansoff, 1965), of systematically scanning 
markets for problems and opportunities (Aguilar, 1967; Andrews, 1980), and of 
methodically planning and articulating unified strategies (Ansoff, 1965; Steiner, 1969). 
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The second school treats strategy making as very much subject to bounded rationality 
(March & Simon, 1958; Simon, 1947). According to this group of theoreticians, firms do 
little analysis, emphasize satisficing, not optimizing, and formulate strategies according to 
a disjointed, intuitive, implicit, and spontaneous process (Cyert & March, 1963; Lindblom, 
1959; March & Olsen, 1976; Quinn, 1980). These scholars claim that this non rationality 
approach is essential, given the range and complexity of the problems facing organizations 
and the attendant political and cognitive limitations (March & Simon, 1958). It relates to 
Mintzberg's (1973 a) adaptive mode, which he claims is present mainly in large, politically 
fragmented organizations. 

The second dimension-- interaction — has become more widely recognized with 
the work ofLikert (1961), Bower (1970), Pettigrew (1973), March and Olsen (1976), and 
Wildavsky (1977). These scholars view decisions as outcomes of political and social 
processes, such as those taking place in Mintzberg's (1983) political arenas. Although 
political processes may vary greatly in nature and intensity, most organizations are 
political bodies in which, for better or worse, bargaining, politicking, and consensus 
building often come to bear on decisions. This is especially true in large and decentralized 
companies. Small firms, however, are often so centralized that a single executives makes 
decisions without much interaction (Collins & Moore, 1970) 

The third dimension of strategy making— assertiveness — concerns levels of risk 
taking and the reactiveness or proactiveness of decisions. Entrepreneurial firms (Collins & 
Moore. 1970; Mintzberg, 1973 a) take bold risks and act on rather than react to their 
environments. More complex organizations often behave conservatively and act only 
incrementally and in response to problems (Cyert & March, 1963; Lindblom, 1959; Quinn, 
1980). 
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2.3 Typology of environment : 

Organizational theorists emphasize that organizations must adapt to their 
environment if they are to remain viable. One of the central issues in this process is coping 
with uncertainty. If a theory of organization environment interaction is to be developed to 
facilitate empirical research, it is necessary that the components and dimensions of the 
environment be more clearly defined. This identification, in turn, then facilitates the 
identification of types of environments that contribute to different degrees of uncertainty 
as perceived by individuals involved in decision making. It should be emphasized that 
environment uncertainty and the dimensions of the environment are defined here in terms 
of the perception of organization members. Research has indicated that there are 
differences in individuals in the perception and tolerance for ambiguity or uncertainty. 

2.3.1 The environment: 

Many authors have attempted to describe or dimensionalize organizational 
environments. One of the earliest and most influential attempts was the work of Emery 
and Trist (1965). Emery and Trist described four types of environment , which differed 
according to the source and nature of the interdependence between organization and 
environment .The first type is called placid-randomized , referred to as a situation in which 
resources desired by the organization are randomly distributed throughout the 
environment . The second type of environment called placid-clustered, referred to an 
environment in which pattern of resources was sequentially predictable. The third type of 
environment called disturbed-reactive, refers to an environment which is affected by the 
actions of the organization itself and in economic terms the environment is referred to as 
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oligopolistic. The fourth type of environment called, turbulent, refers to an environment in 
which invisible actions in the in the interconnected subsystem of environment have 
profound effect on organization's immediate exchanges. 

Task environment have been characterized by March and Simon (1958) as hostile 
or benign. Dill (1958) distinguished task environments as homogeneous or heterogeneous, 
stable or rapidly shifting and unified or segmented. Duncan (1972) has identified two 
dimensions of environments. The simple-complex dimension is defined as the number of 
factors taken into consideration in decision making. The static-dimension is viewed as the 
degree to which these factors in the decision units environment remain basically the same 
over time or are in a continual process of change. He has found that the static-dynamic 
dimension of the environment is a more important contributor to uncertainty than the 
simplex-complex dimension. 

In yet another context environment is thought of as a totality of physical and 
social factors that are taken directly into consideration in the decision-making behavior of 
individuals of the organization . If the environment is defined in this way, there are then 
factors within the boundaries of the organization or specific decision-making units that 
must considered as part of the environment . A differentiation made, therefore, between 
the system’s internal and external environment . 

The internal environment consists of those relevant physical and social factors 
within the boundaries of the organization or specific decision unit that are taken directly 
into consideration in the decision making behavior of individuals in the system. The 
external environment consists of those physical and social factors outside the boundaries 
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of the organization or specific decision unit that are taken directly into consideration. The 
list of environmental components, as given by R B Duncan (1972), presented in Table 1 
given as appendix "A" may be particularly relevant to industrial organizations and may 
vary for other types of organizations. 

These findings go beyond existing research by more clearly conceptualizing the 
environment and factors comprising it. The empirical analysis of organization environment 
interaction is, therefore, facilitated. 
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Proposition 1: A firm analyzing all possible variables and choosing a ‘National” 
process of strategy making is likely to have a good fit between its corporate and 
manufacturing strategy and hence successful. 


A firm may choose an "incremental" approach to strategy making because it faces a 
turbulent environment or because it faces resource constraints, or because it faces 
complex internal environment. A firm pursuing an ‘incremental” approach to strategy 
making process is likely to take small steps each time and hence most likely to pursue 
an ‘incremental” approach to manufacturing strategy making. A firm choosing an 
‘incremental” manufacturing strategy will most likely invest in production facility 
which require moderate investment. The firm would sell a differentiated product which 


can command a higher price which makes up for higher cost of production. 

A firm possessing a large production set up aimed for the low per unit cost of 
manufacture, can produce alternate products by appropriately stressing tool 
engineering; and thus be able to take a comprehensive approach to strategy making. 
But a firm with moderate investment in production facilities may face problems jwhen it 


is required to compete with a cost leader. Hence, a firm pursuing an ‘Incremental” 
manufacturing strategy either due to resource crunch, or turbulent environment, or 


high internal complexity, may be required to pursue an ‘incremental” approach to 
making corporate strategy (Hayes, 1980) . Hence, we propose the following. 
Proposition 2: A firm pursuing an ‘incremental” approach to corporate strategy 
making may be required to pursue an ‘incremental” approach to manufacturing 
strategy making and vice-versa. 


Firms facing a stable environment are likely to pursue a bold approach to corporate 
strategy making. 



CHAPTER 3 


DEVELOPMENT OF CONCEPTUAL FRAME WORK 
AND FORMULATION OF HYPOTHESIS 


3.1 Corporate strategy making process and its effect on manufacturing strategy 

In this chapter we present a frame work that gives the relationship between 

J 

corporate strategy making process and the manufacturing strategy. We argue that a 
corporate strategy choosing to adapt in an incremental fashion may require a corporation 
to pursue an incremental manufacturing strategy. If a firm pursues a rational approach to 
corporate strategy making process, then it has the maximum chances of having a good 
alignment between corporate strategy and manufacturing strategy . A firm pursuing a bold 
approach to strategy making may reduce the riskness of the strategy by appropriate 
emphasizing the marketing function. 

We also argue that the process of corporate strategy making (disjointed 
incrementalism, rationality and assertiveness) has important implications for the 
manufacturing strategy formulation and also the overall corporate performance. We are 
able to prepare a framework which identifies new causes of misalignment between 
manufacturing strategy and the corporate strategy . 

A firm pursuing the rational approach to strategy making is expected to do well as 
it would be engaged in extensive analysis. It is to be noted that the domain of “rationality” 
has increased in the manufacturing strategy literature since the seminal work of 
Skinner(1964). 

We developed a few theoretical hypothesis and collected data from twenty five 
companies of different manufacturing industries to find substantial support for our 
hypothesis. We also give the implications of our framework for the top management to 
these firms. 
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Proposition 3: In stable environment firms take a bold approach to strategy making and 
make larger investment in manufacturing . 

When environment gets turbulent, firms prefer incremental approach to strategy making 
and take lesser risks and make incremental investments in manufacturing .Hence we 
propose: 

Proposition 4: Incremental approach to strategy making may be desirable in turbulent 
environment where as "incremental" approach in strategy making in stable environment 
may lead to poor exploitation of opportunities. 

In turbulent environments if a firm chooses to take a bold approach to corporate strategy 
making then it is taking a relatively larger risk. Firms can choose to reduce risk by 
appropriately emphasizing the order winning marketing function as suggested by Hill 
(1985,1989). Hence we propose the following. 

Proposition 5: In turbulent environment bold approaches to strategy making emphases 
the order winning marketing function to offset the large risk associated with large 
investment in manufacturing. 
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CHAPTER 4 


METHODOLOGY OF THE STUDY 

Although many scholars have studied the concept of manufacturing strategy 
and the process of strategy formulation; decision making in complex organization 
(Carter, 1971; Mintzberg, 1973a; Pettigrew, 1973 ) and also the typology of 
environment; but they have made little attempt to relate these three. Yet there may well 
be intrinsic association between strategy making , manufacturing and environment. 
This study suggests that the process of strategy making, process of manufacturing 
strategy making and the type of environment are highly interdependent and must be 
complementary in many ways to ensure good performance under challenging 
conditions. 

We analyzed the financial data of the companies selected from different 
industries (given in Appendix "B") and studied the impact of strategy making in a 
particular environment, on manufacturing strategy. 

The various datas of the companies selected for analysis were collected from 
the secondary published data such as Stock Exchange Directoiy and Center for 
Monitoring Indian Economy (CMIE) journals. 

Case study method was not selected, because of lack of time and resources, 
although it has its inherent advantages and strengths like novelty, testability and 
empirical validity, which arise from the intimate linkage with empirical evidence. Given 
the strengths of this theory-building approach and its independence from prior 
literature or past empirical observation, it is particularly well suited to new ijesearch 
areas or research areas for which existing theory seems inadequate. 

To substantiate and analyze the hypothesis developed, we had chosen twenty five 
manufacturing firms from different industries. These firms selected were such that some of 



them were the market leaders in their industry whereas some were the smallest contributor 
to the market. This was done so as to get a wider perspective of the industry. 

A large amount of financial and other data were collected in respect of the firms, so as to 
find out the environmental status and strategies. As brought out by R B Duncan (1972) in 
his paper "Characteristics of organization environment and perceived Uncertainty"; the 
environment of the above twenty five firms were identified using a modified version of 
scale as adopted by him. 

It should however be noted that in our research we have ignored the effect of internal 
environment . This could be a topic for future research. The assumptions made therefore 
in respect of internal environment are: 

a. Firms has more control over the internal environment. 

b. External environment influences internal environment to a substantial extent. 

The financial data collected for most of the firms were for the last ten years and the 
analysis were carried out. The result obtained for the twenty five firms are given in 
appendix "A5 " to "Y5 ". 

We wish to decipher the strategy making process of a firm ten years back and see 
its effects. During this time key managers would have left the jobs and become difficult to 
contact, and hence case study method study though recommended would become 
impossible. Hence we went for company data available from secondary resources also 
since case study would consume lot of time and effort which is not available to us for this 
project. Hence we could not take up case study or interview type of approach. The 
approach followed by us is as given below. 

If the firm follows an “rational” approach to corporate strategy making process, 
then it would realize an integrated strategy. If it followed an “interaction” approach to 
corporate strategy making process then it would realize an incremental corporate strategy. 
Similarly if the corporate strategy making process is bold, it would realize a bold 
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corporate strategy. Thus we measured the realized corporate strategies and inferred about 
.the corporate strategy making process (Danny Miller , 1987). 

Similar argument goes for manufacturing strategy also . That is , if the firm follows an 
“rational” approach to manufacturing strategy making process, then it would realize an 
integrated strategy. If it followed an “interaction” approach to manufacturing strategy 
making process then it would realize an incremental manufacturing strategy. Similarly if 
the manufacturing strategy making process is bold, it would realize a bold manufacturing 
strategy. Thus we measured the realized manufacturing strategies and inferred about the 
manufacturing strategy making process. 

After collection of data the next step was to determine the type of environment, 
the type of corporate strategy making process and manufacturing strategy making process. 
For this purpose different scales were developed as given below. 

Scale for environment is given in appendix "C". 

Scale for corporate strategy making process is given in appendix "D". 

Scale for manufacturing strategy is given in appendix "E”. 

We did not give a score on each item on the scale, but evaluated them in totality. 
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CHAPTER 5 


ANALYSIS 

The analysis was carried out in the following manner: 

The following factors were ascertained from the secondary data of the particular company. 

a. Expenditure on plant and machinery (manufacturing equipment); cumulative and yearly. 

b. Sales 

I 

c. Return on investment. 

d. Ratio of net profit by total assets. 

e. Intangible assets as a percentage of sales. 

f. Raw materials consumed as percentage of sales. 

g. Expenditure on advertising, marketing and distribution. 

h. Market share. 

i. Capacity utilization. 

The factors plotted for various companies are as shown in appendix A1 to Y4. 

In the case of ACC which was manufacturing cements, although they were the 
market leaders the competition was severe. Their sales were up moderately every year 
and their investment in manufacturing equipment was almost incremental. Although the 
profitability was good, their environment was moderately turbulent . This verifies our 
hypothesis 2 and 4(a) 

Asian paints were the market leader in the paint industry having almost 25 % of 
the market share. However the competition was severe. They followed an incremental 
manufacturing strategy except for one year in which they took a bold jump. The sales 
went up by 85% twice. Their marketing expenditure was around 13%. Their environment 
was turbulent . This verifies our hypothesis 4(a) and 5, but negates hypothesis 2. It so 
appears that hypothesis 2 is not applicable in the process industry. 

Ashok Leyland were the manufacturers of LCV/MCV, having a market share of 
around 20%. The competition was not that severe, and they followed a incremental 
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manufacturing strategy . Their R & D expenditure was very less at around 0.2% only. 
Their sales went up yearly by an average of 17 %. Hypothesis 2 and 4(b) is verified. 

Batliboi was the manufacturer of Engineering machinery having a market share of 
around 1 1%. There were a lot of competitors for them, and hence their sale went up by 
only less than 5%. Their profitability was low and hence their R & D expenditure was 

low/moderate. Investment in plant and machinery was less than 15% of the sales. This 

/ 

verifies our hypothesis 2 and 4(a). 

Bharat Forge were the manufacturers of forgings and crankshafts. Their 
investment in plant and machinery was 40 to 75 % of their sales. Their environment was 
stable and comfortable and the firm was doing well in the industry. They followed bold 
approaches to manufacturing strategy . This verifies our hypothesis 3. 

Birla Yamaha were the manufacturers of portable generator sets. From the data 
available the competition seems to be severe. Their sales are fluctuating every year and 
they are operating under their break-even point and they are making losses. They followed 
bold manufacturing strategy . Their investment in advertising and marketing was very high 
implying that they stressed on order winning marketing function, but however could not 
get results. Hence Birla Yamaha negates our hypothesis 5. It appears that investment in 
manufacturing is necessary but not sufficient. 

Coromandal cements are the manufactures of Cements having only a market share 
of 0.1%. Their sales goes up substantially . Investment in plant and machineiy was 
incremental , the environment was turbulent and they followed a incremental Corporate 
strategy . If we take a composite product of market share and actual sales rise percentage, 
the sales are rising incrementally. Hence actually it verifies hypothesis 2 and also 4(a). 

Dalmia cements was another cement manufacturer having only 1.3% of the market 
share. Their sales also goes up substantially and investment in plant and machineiy was 
very high . Their environment was turbulent and they have taken bold manufacturing 
strategy and they have also stressed in marketing function. This verifies hypothesis 5. 
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Dunlop Tyres had around 8% of the market share in the tyre industry and were 
having a turbulent environment . Their approach to manufacturing strategy was bold and 
the marketing expenditure was also high. Investment in plant and machinery was 45% of 
sales and sales went up by 20%. Verifies hypothesis 5. 

Eicher Motors were the manufacturers of LCVs having a market share of 7%. 
There were many competitors They being not the market leaders the environment was 
turbulent . They followed incremental approach to manufacturing strategy .This verifies 
hypothesis 4(a). If we take a composite product of sales rise and market share to compute 
actual sales rise then it verifies hypothesis 2 also. 

Hawkins pressure cookers had an turbulent environment and they followed an 
incremental approach to manufacturing strategy. The sales goes up substantially every 
year Their investment in plant and machinery was low at 4 to 7% of the sales. They 
verifies hypothesis 4(a) and negates hypothesis 2. Since the market share figures are not 
available, we are a bit doubtful about hypothesis 2. Also they might have made bold 
investments in manufacturing earlier for which also data is not available. 

IK Tyres manufactures automobile tyres and had a market share of around 12%. 
The sales went up moderately every year. Manufacturing strategy followed was one bold 
step and then incremental Their profitability was moderate and their environment was 
turbulent . This verifies hypothesis 4(a). Again if one takes the joint product of sales rise 
percentage and market share, sales are up only incrementally. Hence hypothesis 2 is also 
verified. 

Hero Honda produces two wheeler motor cycles and they were the market leaders 
in the industry having about 31% of the market share. The environment was comparatively 
stable. They followed an incremental approach to manufacturing strategy . They verified 
hypothesis 3 and negates hypothesis 2. But may be they have taken a boldstep to 
manufacturing when they had set up the plant and machinery. 
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India cements produces cements having a market share of around 5%. Their 
environment was turbulent and they stressed on the marketing function very much, . Their 
marketing, advertising and distribution expenditure was as high as 15%. Manufacturing 
strategy followed was bold approach. This verifies our hypothesis 5. 

Kirloskar manufactures IC Engines and enjoys a market share of about 30%. They 
sell their product only to its sister concerns and it is not a free market company like 
others. Their sales are assured and hence environment is stable. They followed a bold step 
in manufacturing and verifies hypothesis 4(b). 

Goodlass Nerolac is a paint manufacturing company having a market share of 
around 12%. The competition is severe although their sales goes up substantially every 
year. Their marketing expenditure is also substantial. The manufacturing strategy followed 
is incremental. They verifies hypothesis 4(a) and negates hypothesis 2. This case is similar 
to that of Asian Paints and it being a process industry, hypothesis 2 is also not applicable 
to Nerolac Paints. 

Reliance are producers of high quality textiles and enjoys a market share of about 
30%. However the competition is severe but their sales are zooming. Their investment in 
plant and machinery is very heavy. Corporate strategy is not incremental but synoptic; 
big growth every time. They have stressed on marketing function very well and followed 
bold approach to both Manufacturing and Corporate strategy . This verifies our 
hypothesis 5. 

SAIL is the country’s most biggest steel manufacturer having about 45% of the 
market share. They being the market leader the environment is stable. The sales goes up 
moderately every year. However their profitability seems to be low. They verifies 
hypothesis 2 and 4(a). 

Shalimar paints is having only a market share of around 5% and hence the 
competition is severe. The sales goes up yearly by about 30% but however the investment 
in plant and machinery is veiy low. The manufacturing strategy followed is incremental . 
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This verifies our hypothesis 4(a). 

Sri Chakra is a tyre manufacturing company having only a market share of less 
than 1%. They followed an incremental approach to manufacturing strategy and their 
investment in plant and machinery as a percentage of sales is around 50%. Their 
environment was turbulent . This verifies our hypothesis 4(a).Again if one takes the 
product of market share and sales rise percentage, the actual rise is only incremental and it 
verifies our hypothesis 2. 

TELCO manufactures LCV/MCVs and they are market leader in the industry. 
However the competition is near to stable and investment in plant and machinery is 
substantial. They may be having an integrated strategy. Manufacturing strategy was bold 
initially then incremental and again followed bold steps. Verifies hypothesis 1 and 3. 

TISCO manufactures steel and have a market share of about 17%. Their 
environment is turbulent because of the competition although the sales goes up 
moderately. Manufacturing strategy followed was initially two bold steps and then goes up 
dramatically. Marketing expenditure is also very high. Verifies hypothesis 5. 

Titan watches are the market leaders in the quartz watch industry enjoying a 
market share of 41%. Environment is stable and comfortable. They stressed on the 
marketing function and followed bold approaches to manufacturing strategy . This verifies 
our hypothesis 3. 

Uptron television manufactures color tubes and television having a market share of 
only 5%. Hence the competition is severe and the environment is turbulent .However they 
have taken bold approaches to manufacturing strategy. Despite they stressing on 
marketing function the firm is doing bad in the TV industry. This negates our hypothesis 5. 

Vikrant manufactures automobile tyres and has a market share of 6.3% . The 
competition is severe and the manufacturing strategy followed is bold steps; however they 
have not stressed on the marketing aspect and hence doing bad in the industry. This again 
verifies our hypothesis 5 
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The theoretical propositions developed were checked with the empirical data and it 
was found that: 

Hypothesis 1 was verified by 1 company. 

Hypothesis 2 was verified by 8 companies; negated by 4 companies. 

Hypothesis 3 was verified by 4 companies 

Hypothesis 4(a) was verified by 1 1 companies 

Hypothesis 4(b) was verified by 2 companies. 

Hypothesis 5 was verified by 7 companies; negated by 2 companies. 

Hypothesis 4(a) had strong support from data. 

Out of seventeen companies having incremental manufacturing strategy, four had 
negated Hypothesis 2. They are Asian Paints, Hawkins Cookers, Hero Honda, and 
Goodlass Nerolac. A possible reason for this could be that for the process industries like 
the paint industry hypothesis 2 may not be applicable. This could further be established 
only after conducting further in-depth studies on more number of firms. 

A few companies like Birla Yamaha and Uptron Television had negated our 
hypothesis 5. They were having a turbulent environment and followed bold approaches to 
strategy making, to emphasize the order winning function to offset the large risk 
associated with large investment in manufacturing, yet they could not perform well in the 
industry. It implies that investment in marketing in a turbulent environment is necessaiy to 
emphasize the order winning marketing function but not sufficient enough to have success. 
We have thus obtained overwhelming support for our hypothesis. 

Encouraged by the results we developed a more comprehensive frame work as 
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shown in fig 1 . 




CASES OF VARIOUS TYPES OF CORPORATE STRATEGY MAKING PROCESS: MANUFACTURING STRATEGY MAKING PROCESS 
USED IN CONJUNCTION WITH THE TWO CATEGORIES OF ENVIRONMENT (EXTREME CASES) 










T1 

51 

52 and T2 

53 and T3 

54 and T4 

55 and T5 

56 and T6 

57 and T7 

58 and T8 

59 and T9 


Rational strategies are not possible in turbulent environments. What is 
followed in turbulent environment is “incremental “.Quinn (1980), 
Lindblom (1959) and Cyert (1963). 

Good fit ; self explanatory. 

We are still undecided; may be taken up in future research. 

Already considered but not in detail. 

Intuitively we feel it should be a good fit though theoretical explanations 
are not possible at this stage. 

Already considered in hypothesis 2. 

We feel that such a situation leads to oligopoly, due to excess capacity in 
the manufacturing and poor growth in sales. 

Poor fit. Intuitively we feel it should be a poor fit though theoretical 
explanations are not possible at this stage. 

Manufacturing functions are ignored as was evidence in “Dansk Design” 
case. It leads to development of competitors who were our subcontractors, 
though theoretical explanations are not done. 

Already explored in hypothesis 5. 
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CHAPTER 6 


CONCLUSION AND FUTURE RESEARCH 

In this study which we had carried out, we were able to establish to a substantial 
extent the mutual influence and performance of the processes of corporate strategy and 
manufacturing strategy. Though any generalization warrants further studies, we have 
however succeeded to a major extent to establish the fact that if a firm pursues a rational 
approach to corporate strategy making process, then it has maximum chances of having a 
good alignment between corporate strategy and manufacturing strategy. A reasonable 
amount of work has been done on building up the theory for the above, however a 
comparatively lesser amount of effort have been put in for empirical verification. This was 
due to time and resource constraints and hence generalization of it could only be done 
after conducting further research on this . However on an average we were able to get 
sufficient support for our hypothesis developed. 

However our study has not been without limitations. Some of them are as follows: 

a. We have referred only to manufacturing firms only. The study could be further 
extended to other types of firms also. 

b. While identifying corporate strategy as incremental we could not, in some cases we 
did not have the market share data and hence our findings may be somewhat limited. 

c. Effects of internal environment were ignored in our study and it was assumed that 
the firms had more or less a total control over the internal environment, and also external 
environment influences to a substantial extent the internal environment. 
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Appendix "A" 


FACTORS AND COMPONENTS COMPRISING THE ORGANIZATION'S INTERNAL AND 
EXTERNAL ENVIRONMENT: 

INTERNAL ENVIRONMENT; 

1. ORGANIZATIONAL PERSONAL COMPONENT 

(A) Educational and technological background and skills 

(B) Previous technological and managerial skill 

(C) Individual member’s involvement and commitment to attain system’s goals 

(D) Interpersonal behavior styles 

(E) Availability of manpower for utilization within the system 

2. ORGANIZATIONAL FUNCTIONAL AND STAFF UNITS COMPONENT 

(A) Technological characteristics of organizational units 

(B) Interdependence of organizational units in carrying out their objectives 

(C) Intra-unit conflict among organizational functional and staff units 

(D) Inter-unit conflict among organizational functional and staff units 

3. ORGANIZATIONAL LEVEL COMPONENT 

(A) Organizational objectives and goals 

(B) Integrative process integrating individuals and groups into contributing 
maximally to attaining organizational goals 

(C) Nature of the organization’s product service 

EXTERNAL ENVIRONMENT 

4. CUSTOMER COMPONENT 

(A) Distributors of product or service 

(B) Actual users of product and services 

5. SUPPLIERS COMPONENT 

(A) New material suppliers 

(B) Equipment suppliers ' 

(C) Product part suppliers 

(D) Labor supply 

6. COMPETITOR COMPONENT 

(A) Competitors for suppliers 

(B) Competitors for suppliers 

7. SOCIO-POLITICAL COMPONENT 

(A) Government regulatory control over the industry 

(B) Public political attitude towards industry and its particular product 

(C) Relationship with trade unions with jurisdiction in the organization 

8. TECHNOLOGICAL COMPONENT 

(A) Meeting new technological requirements of own industry and related 
industries in production of product or services 

(B) Improving and developing new products by implementing new 
technological advances in the industry 



LIST OF COMPANIES 
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Appendix "C 


Scale on Environment 


1 . Variability in sales. 

2. Leading competitors. 

3. Market shares of self and competitor Companies. 

4. Expenditure on marketing function across years as a percentage of sales. 

5. Variability in cost of raw materials consumed as a percentage of sales. 

6. Financial policy of operating, financial and combined leverages. 

7. Expenditure in R & D across years as a percentage of sales. 

8. Licensed capacity, installed capacity and actual production across years. 

9. Investments (cumulative) in manufacturing resources. 

10. Investments in manufacturing resources/year. 

1 1 . Manufacturing investments as a percentage of sales. 

12. Manufacturing investments as a percentage of total assets. 

13. ROI performance across years.. 

14. Net profits/Total Assets performance across years. 
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Scale on Realized Corporate Strategy 

Integrated Strategy/Comprehensive Strategv/Rational 

1 . Cost leadership, extensive automation, attracting a large market share, over all less 
percentage of cost of materials consumed as compared to sales. 

2. Investing highly in high quality equipment, at the same time keeping high market 
share of the top end of the market by increased investments in advertising. 

3. Renaming focussed on niche markets by appropriately identifying the market needs. 

4. Aggressive R & D investments to develop new products. 

Assertiveness ('proactiveness/bold strategy! 

1 . Larger investment in manufacturing facilities. 

2. Larger investment in advertising. 

3. Investments are made ahead of competitors. 

4. Higher level of risk as reflected in operating, financial and combined leverages. 

Adoptive/fincrementall Strategy 

1 . Incremental increase in sales. 

2. Incremental increases or decreases in market share. 

3. Incremental changes in capacity additions. 
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1 . Plant and Equipment. 

2. Production, Planning and Control for dependability and speed of delivery and for 
product volume and variety. 

3. Labor and staffing. 

4. Product engineering and design. 

5. Organization and management. 

6. Capital spending decision and manufacturing systems and people. 

7. Vertical integration. 

8. Technology policy for quality products. 


9. Capacity Installed. 

10. Fit between product process and product life cycles. 





1990 1991 YKSSS 1993 




Appendix 





r> 

< 


x 

o 

c 

a> 

Q. 

CL 



1990 1991 YE&SS T993 






































YEARS 









COMPANY NAME: ACC PRODUCT : CEMENTS 



JUDGEMENT ABOUT ITS ENVIRONMENT: 

1. Competition is severe ; but profitability is good. 

2. Environment is moderately turbulent ; manufacturing strategy followed is incremental . 
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COMPANY NAME: ASHOK LEYLAND PRODUCT : LCV/MCV 



JUDGEMENT ABOUT ITS ENVIRONMENT: 

1 . Competition is high. 

2. Environment is stable. 

3. Investment in plant and machinary is incremental. 
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COMPANY NAME: ASIAN PAINTS PRODUCT : PAINTS 
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COMPANY NAME: BATLIBOI PRODUCT : ENGINEERING MACHINARY 
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COMPANY NAME: BHARAT FORGE PRODUCT : FORGINGS 



JUDGEMENT ABOUT ITS ENVIRONMENT: 

1 . Environment is stable; competition is not much ; firm doing well. 
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COMPANY NAME: COROMANDAL CEMENTS PRODUCT : CEMENTS 
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Years Sales Int Assets Raw Mtrls lA/Sales RM/Sales 

1985 849672 Q 9031 0 1.062881 

1986 733964 0 96228 0 13,11072 

1987 756776 0 94137 0 12.43922 

1988 755868 0 76373 0 10.10401 
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1 . Competition is severe. 

2. Environment is severe turbulent ;taken bold manufacturing approaches 

3. Profitabilitywise doing well. 

4. Stressed marketing function substantialy. 
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COMPANY NAME: DUNLOP PRODUCT : TYRES 



1. Competition is severe. 

2. Investment in plant and machinary is 3 big investments. 

3. Environment is turbulent . 
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COMPANY NAME: EICHER PRODUCT : 



JUDGEMENT ABOUT ITS ENVIRONMENT: 

1. Competition is severe— no. of competitors are are many. 

2. Environment is tough; turbulent since they are not market leaders. 

3. Adopted an incremental approach to manufacturing strategy. 
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COMPANY NAME: HAWKINS PRODUCT : PRESSURE COOKERS 



1 . Competition is severe . 

2. Environment is turbulent ; manufacturing strategy followed is incremental . 
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YEARS Sales Int Assets [Raw Mtrls IIA/Sales RM/Sales 

1986 450253 5080 1 332478 1 .128255 1 73.84248 

1987 669645 9835 525563 1.468689 78.48382 

1 988 1 064302 8603 ' 839760 0 . 808323 ' 78.90242 

1989 1016882 7269 819501 0.714832 80.58959 






























COMPANY NAME: HERO HONDA 
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Verifies Proposition No:3, and negates 2. 
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COMPANY NAME: INDIA CEMENTS PRODUCT : CEMENTS 



1 . Competition is severe . 

2. Manufacturing strategy followed is 3 bold approaches. 
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COMPANY NAME: J K TYRES 



JUDGEMENT ABOUT ITS ENVIRONMENT: 

1 . Competition is severe . 

2. Manufacturing strategy followed is one bold approachand then incremental. 

3. Environment is turbulent ;profitability is moderate. 
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COMPANY NAME: KIRLOSKAR PRODUCT : I C ENGINES; DIESEL ENGINES 



1. Competition— Sells only to its sister concerns only. 

2. Environment is stable. 

3. Manufacturing strategy — incremental and only one bold step in manufacturing . 
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COMPANY NAME: RELIANCE PRODUCT : HIGH QUALITY TEXTILES 



1. Competition is severe. 

2. Corporate strategy is not incremental; Big growth everytime. 

3. Bold approach to strategy making as well as Manufacturing . 
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COMPANY NAME: SHALIMAR PAINTS PRODUCT : PAINTS 



L Competition is severe . 

2. Environment is turbulent 

3. Manufacturing strategy followed is incremental 
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COMPANY NAME: SRI CHAKRA PRODUCT : 



JUDGEMENT ABOUT ITS ENVIRONMENT: 

1. Competition is severe . 

2. Environment is turbulent ; manufacturing strategy was incremental. 
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COMPANY NAME: TELCO PRODUCT : LCV/MCV 
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COMPANY NAME: UPTRON PRODUCT : COLOR PICTURE TUBES & TV 



Negates Proposition No: 5 
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COMPANY NAME: VIKRANT TYRES PRODUCT : 
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